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What is Value in Health Care?
Health care has many stakeholders, including patients, 
providers, and payers. However, these stakeholders often 
have differing and, perhaps, conflicting goals. For exam-
ple, patient goals might include good access to services, 
convenience, and high satisfaction, while those provid-
ing the care might prioritize high quality outcomes, 
safety, and efficiency. Employers and health insurers may 
simultaneously have the goal of cost containment and 
profitability. When there is a lack of clarity about these 
multi-faceted goals, there are often differing approaches, 
gaming of the system, and, ultimately, slow progress in 
performance improvement.

In his 2010 article, Harvard economist, Michael Porter, 
noted that “Achieving high value for patients must 
become the overarching goal of health care delivery, 
with value defined as the health outcomes achieved per 

dollar spent.”1 Porter noted that the concept of efficiency 
was inherent in this definition because “cost reduction 
without regard to the outcomes achieved is dangerous 
and self-defeating, leading to false “savings” and poten-
tially limiting effective care.” Figure 1 explains Porter’s 
value framework as a ratio of quality over cost, with 
quality defined as outcomes achieved, including patient 
experience; cost includes both the direct costs of provid-
ing care along with the indirect costs incurred during the 
episode of care.

Porter also highlighted the need to look at health care 
over the continuum of interrelated services and providers 
necessary to achieve the best outcomes for the patient. 
Because of the traditional organizational structure of 
health care and existing reimbursement systems, Porter 
noted that providers were often disconnected from the 
full scope of the patient’s care. As a result, providers tend 
to measure only what they directly control in a particular 
intervention and what is easily measured. This structure 
makes measuring and achieving value challenging. 

How is Value Targeted?
If health care value is understood as the health outcomes 
achieved per dollar spent, several value strategies can be 
used to target specific value components. These strate-
gies can be broadly categorized as:2

• Improving Population Health – these strategies 
include addressing the social determinants of health, 
public health investment, and disease and injury 
prevention efforts.

1 Porter ME. (2010). What is value in health care? N Engl J Med, 363, 
2477-2481.
2 Adapted from Altarum Healthcare Value Hub (http://www.healthcare-
valuehub.org/).
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• Improving Transparency – these strategies focus on 
increasing the visibility and understanding of health 
care pricing, increasing transparency of quality and 
safety results, and alerting stakeholders to conflicts 
of interest that may exist among providers and 
payers.

• Change Financial Incentives – these strategies 
move away from traditional reimbursement models 
that reward volume and align provider payment and 
patient incentives with high-value care.

• Transform the Delivery of Care – these strategies 
focus on system changes that facilitate the delivery 
of better coordinated care that meets patient needs.

Recent health reform efforts, including provisions in the 
Affordable Care Act and changes to Medicare reimburse-
ment policy, have focused on many of these strategies. 
There have been significant efforts by both public payers, 
such as Medicare, and private insurers to change reim-
bursement incentives and transform the delivery of care 
through the implementation of reimbursement models 
that incentivize value-driven care rather than volume-
driven care. These various “alternative payment models” 
are explained in more detail in the “Skills and Methods” 
section of this edition.

The National Defense Authorization Act of 2017 (NDAA 
17) also included language allowing DoD to implement 
a broader value-based care programs for TRICARE and 
within the MTFs. NDAA 17 specifically encouraged the 
use of existing models used by Medicare or any other 
governmental or commercial health care program. As 
a result, several pilot programs are currently planned 
or ongoing to test the implementation of value-based 
provider incentive programs for TRICARE reimburse-
ments and MTF budgeting.

Current Challenges to Value-Based strategies
Since the implementation of the Affordable Care Act, 
which authorized the Centers for Medicare & Medicaid 
Services to test various value-based strategies through 
innovative reimbursement and care delivery models, 
new data are emerging about the effectiveness of these 
approaches to improve value. Thus far, the results have 
shown limited evidence that these value-based models 
have achieved significant impacts on quality and costs. 
However, it should be noted that there are still several 
questions remaining that may impact these results. For 
example, are the outcome measures used appropriate? 
Do impacts vary by various population sub-groups? Do 
impacts vary over time? Are thresholds for “success” 
appropriate? From whose perspective is success 
measured? 

There are also specific challenges for the MHS as it begins 
to test, evaluate, and implement strategies to improve 
value. Thus far, many of these efforts have mirrored new 
Medicare reimbursement approaches and value-measure 
sets. However, many Medicare measure sets may not be 
appropriate for the MHS beneficiary population and health 
priorities. Additionally, current Medicare and private 
insurer measures and incentives may not align with direct 
care efforts and limit comparability between direct care 
and TRICARE. There is also concern that, due to resource 
constraints and health system interoperability limitations, 
it may not currently be feasible to implement a complex 
TRICARE payment structure that requires mass collec-
tion of performance data from TRICARE providers.

As the MHS continues to pursue value-based care, it will 
also need to consider if new provider reimbursement 
strategies and care transformation efforts will hinder bene-
ficiary access and provider participation in TRICARE. 
It will also be important to continue monitoring and 

Figure 1. Value in Health Care
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evaluating the long-term impacts of these strategies 
in reducing costs and improving quality, as well as the 
consistency of impacts in differing markets and benefi-
ciary populations.

This article was written by Allison Russo, DrPH, MPH. 
Dr. Russo is the Policy Research Director at Kennell 
and Associates, Inc. and is a consultant for BUMED, the 
Defense Health Agency, and the Centers for Medicare & 
Medicaid Services.

sKILLs AnD METHoDs
–  AlTERNATIvE PAyMENT MoDElS
An alternative payment model (APM) is a payment 
approach that rewards providers for delivering high-qual-
ity and cost-efficient care. This section describes the most 
common APM types that are currently being implemented 
by both public and private payers to reimburse providers 
for high-value care.

Many public and private payer groups in U.S. are moving 
away from traditional fee-for-service (FFS) and prospec-
tive payment systems (PPS), which rely on an accounting 
of the volume and type of medical services delivered, to 
alternative payment models (APMs), which focus on and 
reward high-quality care and cost-efficient care and may 
or may not be built on the traditional FFS architecture. 
In recent years, Medicare has moved rapidly towards a 
greater reliance on APMs and has announced plans to 
shift as much as 90 percent of provider reimbursement to 
APMs, with at least 50 percent of reimbursements having 
no connection to the volume of services delivered.

As these payers, particularly Medicare, begin shifting 
away from traditional reimbursement approaches towards 
APMs, “business as usual” for MHS reimbursement and 
funding will also likely change. This shift is almost certain 
because all MHS fee schedules and general application 
(i.e., TRICARE provider reimbursement and some MTF 
funding) are generally modeled after Medicare reim-
bursement rules. In fact, according to 10 U.S.C. § 1079(j)
(2), the amount to be paid to a civilian provider under 
TRICARE “shall be determined to the extent practicable 
in accordance with the same reimbursement rules as apply 
to payments to providers of services of the same type 
under [Medicare].” Additionally, the National Defense 
Authorization Act of 2017 (NDAA 17) included language 
allowing DoD to implement a broader value-based care 

programs for TRICARE and within the MTFs. NDAA 17 
specifically encouraged the use of existing models used 
by Medicare or any other governmental or commercial 
health care program. 

This article describes some of the most common catego-
ries of APMs and examples of existing programs utilizing 
the payment approach.

Value-Based Purchasing
Value-based purchasing (VBP), also known as “Pay for 
Performance”, continues to rely on the traditional FFS 
architecture, but adjusts a portion of the FFS payment 
based on performance on specific quality and cost metrics. 
There are mixed results in the literature about its long-
term effectiveness for improving quality and controlling 
costs, but several key reimbursement programs rely on 
this approach. These include: 

• The Pay for Performance (P4P) funding mechanism 
for MTFs, which augments PPS amounts with 
measured adherence to specific HEDIS standards and 
per capita cost thresholds.

• Medicare’s Hospital Readmissions Reduction 
Program (HRRP), which reduces Medicare 
payments to acute care hospitals with excess 
readmissions. Penalties are applied based on excess 
readmission for six different clinical conditions 
and procedures that are common to the Medicare 
population.

• Medicare’s Value-Based Purchasing (VBP) for 
Acute Care Hospitals, which adjusts Medicare 
payments to acute care hospitals paid under the 
Medicare Inpatient Prospective Payment System 
(IPPS) and to Sole Community Hospitals (SCHs). 
The VBP program provides both positive and 
negative DRG payment adjustments for acute care 
hospitals and are based on both quality and efficiency 
performance under multiple domains: clinical 
process of care, patient experience of care, outcome, 
efficiency/cost, and safety.

• Medicare’s PQRs/VBM for Professional 
Providers, which reduces Medicare payments for 
providers who do not report quality data through 
the Physician Quality Reporting System (PQRS). 
PQRS data are used to calculate the Value-
Based Measurement (VBM) adjustment for each 
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practitioner or group that meets the PQRS reporting 
requirements.  Both a quality and cost composite 
score are calculated and used to determine the 
provider FFS adjustment (ranges from +/-4.0% 
of 2017 professional payments). It is likely these 
PQRS/VBM adjustments will dissolve as a stand-
alone effort when Medicare’s Merit-Based Incentive 
Program (MIPS) (i.e., the Sustainable Growth Rate 
repeal) is implemented in 2019 3.

Accountable Care organizations (ACos)
An Accountable Care Organization (ACO) is an orga-
nizational model based on three key features: local 
accountability for the effective management of a full 
continuum of care, shared savings potential based 
on historical trends and adjusted for differing patient 
populations, and performance measurement including 
outcomes and patient experience. ACOs moves providers 
away from the traditional FFS payment toward capita-
tion and risk-adjusted global budgets. The ACO model is 
compatible with a wide array of payment approaches, but 
each ACO is potentially different in the mix of patients, 
configuration of providers, and other factors related to 
the environment in which it operates (e.g., participating 
payers).

More than 500 ACOs are now being funded by either the 
public or private sector or both sectors.

Bundled Payments
Bundled payment is an approach in which provid-
ers receive a fixed amount to cover a specified set of 
services—usually related to a particular event, illness, 
or individual. Providers reimbursed under bundled 
payment have a strong incentive to manage the resources 
they use to provide that set of services. New models test 
the use of bundled payments for hospital and physician 
services provided during an acute care episode, includ-
ing the hospital stay, physician care, and post-acute care. 
The models also usually include capitated payments and 
shared savings.

Examples of bundled payment include: 

• The global surgical fee, which is a single payment 
covering all preoperative care and postoperative 
follow-up care, as well as the surgery itself. These 

3 It is currently unclear if MIPS will be implemented under Medicare’s 
original timeframe and administrative guidelines.

fees traditionally cover the surgeon’s costs, but not 
the hospital’s or other providers’ costs.

• TRICARE’s demonstration for bundled payment 
for Lower Extremity Joint Replacement or 
Reattachment (LEJR) surgeries, which tests 
bundled payments for DRG 470 (major joint 
replacement or reattachment of lower extremity 
without major complications or comorbidities) in 
the Tampa-St. Petersburg medical service area. The 
bundled payment includes reimbursement for care 
during the initial hospitalization, plus any related 
care received in the 90 days following surgery. 

Patient-Centered Medical Home (PCMH)
Patient-Centered Medical Home (PCMH) focuses on 
primary care transformation and coordinated care and 
seeks to transition primary care practices away from 
FFS–based reimbursement toward comprehensive or 
salary-based payment. PCMH models target both specific 
conditions and populations with multiple chronic condi-
tions or unique health care needs, as well as preventative 
management of total populations. The published literature 
on PCMH impacts is mixed so far, but financial benefits 
seem to be greater in high-need patient groups.

MTF primary care began transition to the PCMH model 
in 2010, and existing assessments have shown vary-
ing success in implementation and impact. An analysis 
of early MTF adopters showed some favorable PCMH 
impacts on per member per month (PMPM) enrollee 
costs and PCM continuity when compared to MTFs that 
had not yet adopted. A 2017 assessment of the Navy 
Medical Home Port Program showed strong systemic 
adoption of key medical home components, such as adop-
tion of enabling technologies, evaluation of improvement 
initiatives, and data usability and accessibility, as well as 
increasing improvement in key performance measures.

Conclusions
As APMs continue to evolve and the evidence regarding 
impacts are available, some models will become more or 
less common. It is certain that no single model will emerge 
as a “silver bullet” for guaranteeing value-based care. It 
is also certain that Congress will continue to emphasize 
value in its appropriations for the MHS, and the need to 
adapt to evolving industry approaches to value-based 
payment models or develop MHS-specific APMs will be 
necessary.
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 DATA AnD InFoRMATIon sysTEMs
–   RESoURCES foR vAlUE-BASED CARE MEASURES
The following article identifies two key resources for 
information on quality measures used in existing value-
based care initiatives.

Qualitynet Portal
Centers for Medicare & Medicaid Services (CMS) hosts 
a data and information portal for all ongoing quality 
improvement and value-based purchasing initiatives. 
While some information in this portal requires login 
credentials from participating providers, much of the 
background information on VBP initiatives and measures 
are available to the public.  Visitors to the portal can see 
information on current inpatient and outpatient hospital 
initiatives, physician quality reporting, ambulatory surgi-
cal center initiatives, and others. 

For example, under the inpatient hospital menu, the 
following information can be viewed:
• Public reporting sites for CMS inpatient hospital 

quality programs
• Quality of care measure sets used for programs
• Methodologies for measure sets
• Measure benchmarks
The QualityNet Portal can be accessed at https://www.
qualitynet.org/. 

CMs Payment Innovation Models
The CMS Innovation Center develops new payment and 
service delivery models in accordance with the require-
ments of section 1115A of the Social Security Act. 
Additionally, Congress has defined – both through the 
Affordable Care Act and previous legislation – a number 
of specific demonstrations to be conducted by CMS. The 
Innovation Center has a growing portfolio testing various 
payment and service delivery models that aim to achieve 
better care for patients, better health for communities, 
and lower costs through improvement for the health care 
system.

These innovation models include the following categories:
• Accountable Care Organizations
• Episode-Based Payment Initiatives
• Primary Care Transformation

• Initiative Focused on Medicaid and CHIP Populations
• New Payment and Service Delivery Models

Additionally, all models include quality and efficiency 
measures and thresholds, and the implementation 
and evaluation results for each model can be found 
in publicly-available reports found on the Innovation 
Center’s website at https://innovation.cms.gov/.

nEW KnoWLEDgE
– NoTED PUBlICATIoNS
The two articles summarized in this section provide an 
in-depth look at the effects of value-based purchasing 
initiatives on patient outcomes.

Changes in Hospital Quality Associated with Hospital 
Value-Based Purchasing. 
Ryan AM, Krinsky S, Maurer KA, Dimick JB. .N Engl J 
Med. 2017 Jun 15;376(24):2358-2366

Beginning in 2013, Medicare’s Hospital Value-Based 
Purchasing (HVBP) program introduced quality perfor-
mance-based adjustments of up to 1% to Medicare 
reimbursements for acute care hospitals. Researchers 
evaluated whether quality improved more in acute care 
hospitals that were exposed to HVBP than in control hospi-
tals. The measures of quality evaluated were composite 
measures of clinical process and patient experience, as 
well as 30-day risk-standardized mortality among patients 
who were admitted to the hospital for acute myocardial 
infarction, heart failure, or pneumonia.

Authors concluded that HVBP was not associated with 
improvements in measures of clinical process or patient 
experience and was not associated with significant reduc-
tions in two of three mortality measures.

Read more about this publication at https://www.ncbi.
nlm.nih.gov/pubmed/28614675. 

The Comprehensive Primary Care Initiative: Effects 
on spending, Quality, Patients, And Physicians.
Peikes D, Dale S, Ghosh A, Taylor EF, Swankoski 
K, O’Malley AS, Day TJ, Duda N, Singh P, Anglin G, 
Sessums LL, Brown RS. Health Aff (Millwood). 2018 
Jun;37(6):890-899.

The Comprehensive Primary Care Initiative (CPC), a CMS 
health care delivery model, tested whether multipayer 

https://www.qualitynet.org/
https://www.qualitynet.org/
https://innovation.cms.gov/
https://www.ncbi.nlm.nih.gov/pubmed/28614675
https://www.ncbi.nlm.nih.gov/pubmed/28614675
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support of 502 primary care practices across the coun-
try would improve primary care delivery, improve care 
quality, or reduce spending. Researchers evaluated the 
initiative’s effects on care delivery and outcomes for fee-
for-service Medicare beneficiaries attributed to initiative 
practices, relative to those attributed to matched compari-
son practices. CPC practices reported improvements in 
primary care delivery, including care management for 
high-risk patients, enhanced access, and improved coor-
dination of care transitions. The initiative slowed growth 
in emergency department visits by 2 percent in CPC 
practices, relative to comparison practices. However, it 
did not reduce Medicare spending enough to cover care 
management fees or appreciably improve physician 
or beneficiary experience or practice performance on a 
limited set of Medicare claims-based quality measures.

Read more about this publication at https://www.ncbi.
nlm.nih.gov/pubmed/29791190. 

TIPs AnD TRICKs
–  SAvINg AND ExPoRTINg DATA fRoM M2
Besides saving an M2 WEBI (HTML) or WEBI-RC 
report with the default .wid extension, there are a number 
of ways data can be exported from M2. BCS 4.2 supports 
data export to several formats including Microsoft Excel 
2007 (.xlsx) as well as text (.txt), Comma Separated 
Values files (.csv), and Portable Document Format (.pdf). 
This article will summarize the strengths and weak-
ness of each export option, using a simple query which 
tabulates direct care emergency department visits for FY 
2005-FY 2018 and Multi Service Market Area (MSMA). 

saving - File Type options in WEBI-RC
When providing data to non-M2 users or consolidat-
ing data from a variety of sources, it is helpful to export 
data out of M2 in a common format. WEBI reports 
can be saved in BI Launchpad (using File, Save As) as 
.wid files. WEBI-RC reports can be saved both on the 

Figure 2. Saving Options in WEBI-RC

https://www.ncbi.nlm.nih.gov/pubmed/29791190
https://www.ncbi.nlm.nih.gov/pubmed/29791190
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repository as well as on a local machine (using File, 
Save As) with the same .wid extension, which enables 
users to open M2 reports in both WEBI and WEBI-RC 
regardless which one was used to build the report. Figure 
2 shows the ‘Save As’ window in WEBI-RC, where the 
left panel has local machine locations (e.g., My Desktop, 
My Analysis, My Computer) as well as the option to 
save to BI Launchpad (‘My Enterprise’). Reminder, that 
the connection between WEBI-RC and BI Launchpad 
has to be active in order to save to the repository (e.g., 
‘My Favorites’). While saving is the same, WEBI-RC 
users need to select ‘Save for all users’ and ‘Remove 
document security’ (see Figure 2) when saving reports 
to ensure that they themselves as well as other M2 users 
can open and modify the reports in the future. 

Figure 3. File – Save As – Export File Type Options

In WEBI-RC, the ‘Save As’ option provides a ‘File 
Type’ option in the window, where users can select other 
options such as Excel, Text, CSV or PDF. Based on the 
‘File Type’ selected, the right panel changes for addi-
tional options. For example, if a report has multiple tabs 
(e.g., Raw Data, Documentation, etc.), a user can use the 
toggle buttons in the right panel of the ‘Save As’ window 
to save only select tabs from the report into an Excel 
workbook (Figure 3). This is a great way to minimize 
downloading unnecessary data or tables with Protected 
Health Information (PHI). If for example, data was 
pulled using patient identifiers, but only aggregate tables 
are needed, then upon exporting into Excel, users can 
unselect the ‘Raw Data’ tab and only export report tabs 
that have the desired tables, see Figure 3 below. 
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Export Data Icon - WEBI
In WEBI, reports can’t be saved to a local machine; 
however, the other file types shown in Figure 3 can be 
selected and saved locally while the report itself must be 
saved to the repository (e.g., ‘My Favorites’). The ‘Save 
As’ option in WEBI does not allow M2 users to select 
other File Types besides .wid. To export data in WEBI, 
users must select the export data icon under the file 
ribbon (see Figure 4).

Recommended File Types
For most cases, the recommended export file type 
is Microsoft Excel, specifically ‘Excel (.xlsx)’ as it 
supports up to a million rows of data, where ‘Excel 

(.xls)’ only supports about 65,000 rows. If a table in an 
M2 report has 100,000 rows (across multiple pages) 
and ‘Excel (.xls)’ is the selected file type, then the first 
65,000 rows will populate on the first worksheet and 
35,000 will spill over to the next worksheet divid-
ing the table. Users can create charts in M2 that will 
update automatically when the report is refreshed and 
they will export cleanly into Excel as screenshots (see 
Figure 5). However, as the chart is imported as a screen-
shot, nothing (e.g., title) can be changed in Excel, only 
in M2. Lastly, M2 has built-in pre-defined cells (e.g., 
Query Summary) that also export well into Excel cells; 
however, if there are a large number of result objects 
listed or long list of report filters, then the text can be 
truncated as Excel only supports a certain amount of text 
in each cell.

If users are dealing with large data or want to export data 
from M2 to analyze in other software packages (e.g., 
SAS, STATA, etc.) then exporting as ‘Text (.txt)’ is the 
recommended option as leading zeros and other source 
formatting are kept intact. 

Figure 4. WEBI Export Data Icon

Figure 5. Example of Excel Export with Chart
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The next issue of Healthcare Analytics in Navy 
Medicine will focus on the National Defense Autho-
rization Act’s (NDAA) impact on access. This issue 
will explore major changes to TRICARE benefits 
that impact improved access to services and identify 
requirements that move the MHS toward value-based 
outcomes.  
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KnoWLEDgE souRCEs  
— WISDoM TRAININg oPPoRTUNITIES
The WISDOM course provides guidance for MHS 
managers, data analysts, and policy makers in the use of 
MHS data in support of operational questions, manage-
ment decisions, and corporate goals. Using a mix of 
instructive briefings and hands-on exercises, WISDOM 
strives to provide analysts and decision-makers with 
the tools needed to support data-driven analysis and 
decision-making—keys to successful organizational 
performance. WISDOM is the educational vehicle that 
can translate the widespread availability of corporate data 
through the MHS Management Analysis and Reporting 
Tool (M2) into improved MHS operations. 

Working Information systems to Determine optimal 
Management (WIsDoM)
The WISDOM course provides full instruction on the use 
of Business Objects and focused instruction on exploit-
ing Microsoft Excel for analysis purposes. WISDOM also 
provides both an overview of different types of business 
and information systems used by the MHS (to include 
information systems, operational systems, corporate 
data warehouses and data marts), and specific detail on 
available data coming from those sources and accessible 
through the M2 data mart. 

WISDOM participation is limited to individuals that 
currently have an M2 account and confirmed registra-
tion for the course. WISDOM is a 5-day class, held from 
Monday to Friday. Specific dates for calendar year 2018 
WISDOM classes are noted below:

• San Antonio, TX – July 23-27, 2018

• San Antonio, TX – August 13-17, 2018

• Reston, VA – September 17-21, 2018

• Reston, VA – December 10-14, 2018

The WISDOM schedule and additional information 
about course requirements are available online at http://
www.health.mil/Military-Health-Topics/Technology/
WISDOM-Training/Course-schedule. For questions 
regarding the WISDOM course or to register, please send 
an email to DHA NCR Dec Support List at dha.ncr.dec-
support.list.dha-dec-sup-wisdom@mail.mil. Please note 
that the course also offers Continuing Medical Education 
(CME) credits. 

In addition to the WISDOM in-class course, monthly 
one-hour Defense Collaboration Services (DCS) sessions 
are presented on various subjects. M2 blaster messages 
are sent out to all M2 users for each session. All DCS 
sessions are presented twice to accommodate a variety 
of time zones. Recordings of the WISDOM webinars are 
available on milTube at milSuite; search for ‘WISDOM 
Webinar’.

An important distinction between saving data in an M2 
report (e.g., .wid file) and exporting it as Excel or Text, 
is that the M2 report contains the underlying raw data 
– even if no tables are displayed on any of the report 
tabs, while only created tables or charts can be exported 
as data into other file types. So, it is always a good idea 
to save each M2 report as .wid file before saving it in 
another format.

http://www.health.mil/Military-Health-Topics/Technology/WISDOM-Training/Course-schedule.
http://www.health.mil/Military-Health-Topics/Technology/WISDOM-Training/Course-schedule.
http://www.health.mil/Military-Health-Topics/Technology/WISDOM-Training/Course-schedule.
mailto:dha.ncr.dec-support.list.dha-dec-sup-wisdom%40mail.mil?subject=
mailto:dha.ncr.dec-support.list.dha-dec-sup-wisdom%40mail.mil?subject=
https://www.milsuite.mil/video/

